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Attached are copies of the audited financial 
statements of VisuaLABS Inc. for the year 
ended December 31, 1996. 


VisuaLABS Inc. is engaged in licensing and further development of its 
three-dimensional (“3D”) image display Technology as invented by 
Sheldon S. Zelitt, Chairman and Chief Scientist of the Corporation. 
This Technology is compatible with and can be incorporated into the 
design of current systems for image creation and display leading to 
the manufacture of new 3D display devices. 


The Corporation intends, in exchange for licensing fees and royalties, 
to license the Technology to manufacturers of display devices and 
creators of images who have already established market for their two- 
dimensional (“2D”) imagery products. Where _ strategically 
advantageous, and subject to availability of resources, the 
Corporation may undertake manufacture of components of the 
Technology or custom applications utilizing the Technology. 


_ Message From The President 


This was the year that formalized the commencement of commercial 
activity of VisuaLaABS Inc. as the corporate entity poised to begin its 
impact on the imaging world. With our move to Alberta completed in 
1995, VisuaLABS has settled in, advanced its Technology and 
expanded its horizons to new areas where the basic Technology can 
be applied profitably, added personnel in key areas, and enhanced its 
insight into the scientific and marketing challenges that lie ahead. 


VisuaLABS also advanced to a new stage in its corporate life with the 
successful completion of a Prospectus-based Initial Public Offering. 
We look forward to being active in the capital marketplace, and to 
developing long-term value for our shareholders. 


At VisuaLABS, we have a defining vision of the world of electronic 
imaging, one in which the images which are so much a part of our 


lives are at last free to be presented in true 3D without need for any 
glasses, headgear or any other viewer constraint. We look forward to 
reporting progress in making this vision a commercial reality in 
future Annual Reports. 


Sheldon S. Zelitt, 
Chairman and Chief Scientist 


_ Technology Developments 


In the course of fiscal 1996, a number of technical events proved to 
be the highlights for the Corporation. Among those events was the 
production of a second generation prototype 20” 3D television 
monitor, which helped firm up theories related to production and 
manufacturing, and enhanced our demonstration capabilities. That 
was closely followed by the completion of our third generation, 
advanced commercial prototype 35” 3D television. This new, large- 
screen device not only serves as a most impressive way to 
demonstrate our technology, but also provides great insight into the 
level of impact that 3D presentations have when used in a large 
screen environment. 


Along with hardware developments, our laboratory produced a 
second-generation 3D signal encoding algorithm that provides 
additional benefits in being transparent to conventional, 2D 
television receivers as well as conventional production and post- 
production television equipment. The improved 3D signal has proven 
to be transparent to all existing devices, and passes through them 
without degradation. 


In 1996, there was also a significant enrichment of the technical 
capabilities of our Calgary electro-optics laboratory. 


Intellectual Property 


The protection of Intellectual Property remains an item of high 
priority at VisuaLABS Inc. and a number of advances were made in 
this regard in 1996. A comprehensive patent application was filed 
with the Patent Cooperation Treaty Organization (PCT) as a logical 
follow-on to our earlier application to the U.S. Patent and Trademark 
Office. Extremely favorable responses have been received in both 
these filings, indicating high likelihood that patents will issue from 
all requested jurisdictions. This (time-consuming and relatively 
costly) project remains the only way to protect and maintain 
ownership of the Property that is the foundation of the Corporation. 
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Additionally, trademark applications have been filed and issued for a 
number of identifying marks and expressions to be used in the 
ongoing program of commercialization. 


‘Marketing 


Even at this early stage of the roll-out of VisuaLABs Technology to the 
world of manufacturing, preliminary discussions with significant 
manufacturers in 1996 yielded great input to our planning, as well as 
early strategic advantages that will come into play in the future. 
Interest is uniformly high among all the organizations we have 
engaged, and feedback respecting our processes and models has 
been nothing but positive. 


During fiscal 1996, VisuaLABS Inc. took over the partnership 
interests of two tax-sheltered partnerships which had previously 
invested in VisuaLABS Inc. by the issue of 332,000 shares at $0.80 
per share. 


During the year VisuaLABS Inc. issued 540,000 Special Warrants at 
$1.10 per warrant, for net proceeds of $594,000. These Warrants 
were subsequently qualified through the Prospectus and converted to 
VisuaLABS Inc. common shares on a one-to-one basis. 


On November 29, VisuaLaBs Inc. filed a Final Prospectus to qualify 
an issue through Yorkton Securities Inc. of 2,000,000 Units at $1.25 
per Unit, each Unit comprising one common share of the Corporation 
and a warrant. Four warrants entitle the holder to purchase another 
common share of the Corporation for $1.50, until the close of 
business on June 30, 1997. 


VisuaLABS INC. 
FINANCIAL STATEMENTS 


DECEMBER 31, 1996 


BLEACKLEY HANSON McCOWAN & HOWDEN 


CHARTERED ACCOUNTANTS 


Dennis B. Bleackley* 
Lorne A. Hanson* 
Glenn F. McCowan* 
Ingrid A. Howden* 


June 18, 1997 


AUDITORS' REPORT 


To the Shareholders of 
VisuaLABS Inc. 


We have audited the balance sheet of VisuaLABS Inc. as at December 31, 1996 and 1995 and 
the statements of operations and deficit and changes in financial position for each of the years 
then ended. These financial statements are the responsibility of the Company's management. 
Our responsibility is to express an opinion on these financial statements based on our audit. 


We conducted our audit in accordance with generally accepted auditing standards. Those 
standards require that we plan and perform an audit to obtain reasonable assurance whether the 
financial statements are free of material misstatement. An audit includes examining, on a test 
basis, evidence supporting the amounts and disclosures in the financial statements. An audit 
also includes assessing the accounting principles used and significant estimates made by 
management, as well as evaluating the overall financial statement presentation. 


In our opinion, these financial statements present fairly, in all material respects, the financial 
position of the Company as at December 31, 1996 and 1995 and the results of its operations 


and the changes in its financial position for each of the years then ended in accordance with 
generally accepted accounting principles. 


Daal ra Sg ola Orta Hipes See 


Chartered Accountants 


Calgary, Alberta 


#462, 301 - 14 Street N.W., Calgary, Alberta T2N 2A1 « Telephone: (403) 270-3802 « Fax: (403) 270-3830 
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VisuaLABS INC. 


BALANCE SHEET 
December 31 
1996 1995 
ASSETS 

Current assets: sas 
Cash and short-term deposits 32 2,308,059 S 9238659 
Accounts receivable 14,914 7,106 
Accounts receivable - partnership - 418,500 
Prepaid research costs - 2,202 
Other prepaids 3,036 5,584 
2,386,009 675141 
Loans receivable (Note 7) T8132 783132 
Capital assets (Note 5) 139,838 41,405 
Deposits 3,800 3,800 
Deferred share issue costs - 18,034 


Deferred development and patent 
costs (Notes 2, 3 and 6) ee Vil SUL esi ae 
Sule OD2), U4 ooo O21 


LIABILITIES AND SHAREHOLDERS' EQUITY 
Current liabilities: 


Accounts payable and accrued S30, 3205 8S 74,668 
Lease inducement payable (Note 10) 6,520 8,340 
Partnership financing payable (Note 4) 464,974 750,364 
Share subscriptions received (Note 8) - 7 TAGTOO 
Shareholders’ equity (deficiency): 

Capital stock (Note 8) 3,836,458 100 

Deficit (1,785 ,624) (192351) 

2,050,834 (Gi 7e251) 


Die 25052, 094. 0b. Boe s 621 
Commitment and contingency (Notes 10 and 11) 
APPROVED BY THE BOARD: 


Director 
(Sigrsa) Sheldon Zelitt 


Director 
(Signed) Joy Zelitt 


VisuaLABS INC. 


STATEMENT OF OPERATIONS AND DEFICIT 


Interest income 


Expenses: 
Amortization 
Automotive 
Bank charges and interest (Note 7) 
Books and journals 
Consulting fees 
Entertainment and promotion 
Insurance and taxes 
Office and miscellaneous 
Professional fees 
Rent and utilities 
Salaries, wages and benefits 
Security systems 
Small tools and supplies 
Telephone 
Travel and courier 
Research expenses- 
- Salaries and wages 
- Workstations, image analyzers rentals 
- Other 
Goods and services taxes recovered 


Net loss for the year 
Deficit at beginning of year 
Deficit at end of year 


Loss per common share 


Year ended December 31 


1996 
$ 13769) 


25,558 
4,248 
6,476 
1,864 
6,862 
O°939 
eon 
41,377 
122,006 
355515 
384,972 
2,098 
7,461 
22,640 

285512 


ZIAD) 
26,364 
8,151 


1,021,964 


(1,008,273) 


1995 
$ 4,481 


115,202 

18,923 

1,146 
(6,444) 


515,155 


(510,652) 


Gi So) (266,699) 


$ (1,785,624) 
$ (0.09) 


Stead F335) 
$ (0.06) 


VisuaLABS INC. 


STATEMENT OF CHANGES IN FINANCIAL POSITION 


Cash was provided by (used for): 
Operating activities - 
Net loss for the year 
Add: Item not involving a current 
outlay of cash - 

Amortization 

Amortization of deferred lease 
inducement 


Changes in non-cash working capital 
balances related to operating activities - 
Increase in lease 
inducement payable 
Long-term deposits related to operations 


Financing activities: 
Issue of share capital for cash 
Issue of share capital for partnership units 
Share subscriptions received (shares issued) 
Partnership financing received, net 
Repayment of partnership financing 
Share issue costs incurred 


Investing activities: 
Purchase of capital assets 
Patent costs incurred 
Deferred development costs incurred 
Increase in loans receivable 


Increase in cash for the year 


Cash at beginning of year 
Cash at end of year 


Year ended December 31 
1996 1995 


$2(1,0085273)) See 105652) 


25,558 9,651 
(1,820) : 
(984,535) (501,001) 
55,660 23,726 
: 8,340 
: (3,800) 
(928,875) (472,735) 
3,867,200 : 
331,864 : 
(771,700) 771,700 
464,974 76,000 
(331,864) : 
344,672) ___(18,034)_ 
3,215,802 829 666 
(123,991) (40,928) 
(13,868) (11,339) 
(19,668) : 
: (78,132) 
(157,527) (130,399) 
2,129,400 226,532 
238,659 12,127 


3952. 5,08, UCD. 30,000 


VisuaLABS INC. 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1996 


Nature of Operations: 


VisuaLABS Inc. (the "Company") was incorporated on July 27, 1993 as Agents of 
Change Inc. under the laws of the Business Corporations Act in the Province of Ontario. 
In February of 1996 the Company was continued in the Province of Alberta under the 
laws of the Business Corporations Act of Alberta and changed its name to VisuaLABS 
Inc. 


The Company's operations consist of research and development activities relating to three 
dimensional imagery for utilization in television, computer monitors and projection 
devices. The Company has obtained funding for these operations from three 
partnerships, private investors and recently from a public share offering. The Company 
currently has no other revenue sources and as a result must either continue to obtain 
external financing or have its research and development activities result in a 
commercially viable product. 


Significant accounting policies: 
(a) Amortization of capital assets - 


Leasehold improvements are amortized on a straight-line basis over the term of the 
lease agreement. Where the improvements are to premises rented on a month-to- 
month basis, the improvements are amortized over the length of time management 
estimates the premises will be rented. 


Office and other equipment is amortized on a declining balance basis at rates 
ranging from 10 to 20 per cent per annum. Computer equipment is amortized on a 
declining balance basis at the rate of 30 per cent per annum. In the year of 
acquisition, one-half the normal amortization is recorded. 


(b) Research and development costs - 


All costs related to researching a particular technology are expensed. Costs related 
to developing a technically proven product or process will be capitalized when 
management determines that it will have the resources to complete the project. Any 
deferred costs, including deferred patent costs, will be amortized on a unit-of-sales 
basis over estimated sales if sales can be reasonably estimated or on a straight-line 
basis over the life of any license agreements related to the technology. 


Amortization would commence when commercial production by the licensee 
commenced. 


(c) Use of estimates - 


The preparation of financial statements in conformity with generally accepted 
accounting principles requires management to make estimates and assumptions that 
affect the reported amounts of assets and liabilities and disclosures of assets and 
liabilities at the date of the financial statement and the amount of revenues and 
expenses recorded during the reporting period. Actual results could differ from 


those estimates and these differences could have a Significant impact on the 
financial statements. 
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Page 2 


Significant accounting policies (continued): 
(d) Fair value of financial instruments - 


The fair value of financial instruments is determined by reference to various market 
data and other valuation techniques as appropriate. The Company's financial 
instruments consist of cash equivalents, accounts receivable and accounts payable. 
The fair value of financial instruments is not estimated by management to be 
materially different from the carrying value. 


Acquisition of Three-Dimensional Technology: 


The technology that the Company has been researching is in the area of three dimensional 
imagery for television and computer monitors and projection systems. The conceptual 
basis for this technology was conceived by the Company's President. Pursuant to an 
Assignment and Reservation Agreement effective July 27, 1993 the Company acquired 
ownership of the technology from the President in exchange for 100 common shares and 
an agreement by the Company to assume certain particular debts incurred by the 
President when conducting his initial research. These debts amounted to $35,013 and 
were assumed by the Company in February of 1994. These initial acquisition costs have 
been expensed in the accounts rather than capitalized as the expenditures were research in 
nature. A patent application has been submitted to the appropriate authorities in the 
United States and the right to apply in 77 other countries has been protected under the 
Patent Cooperation Treaty. 


Research contracts: 
(a) 1994 contracts - 


In 1994 the Company signed two contracts with two different partnerships (the 
"1994 Partnerships") whereby the partnerships agreed to provide funding to the 
Company in exchange for an interest in the technology. During the year ended 
December 31, 1996 the Company received $Nil from the partnerships (year ended 
December 31, 1995 - $76,000). Under the terms of one of the partnership 
agreements one of the partnerships acquired the rights to the technology subject to 
an immediate repurchase by the Company upon completion of the project and the 
development of a working prototype. Under the terms of the agreement, one of the 
partnerships was to receive 40% of the first $2,000,000 of net license and royalty 
fees received from the technology covered under the agreements, 5 (five) per cent 
of the net license fees received by the Company in excess of $2,500,000 and 5 
(five) per cent of the net royalties received by the Company in excess of 
$2,000,000. The second partnership was to receive 40% of the first $575,000 of 
net license and royalty fees from the technology covered under the agreements, 5 
(five) per cent of the net license fees in excess $ 2,500,000, and 5 (five) per cent of 
the net royalties received by the Company. Since the Company essentially only 
obtained financing for the research project from the partnership in exchange for a 
royalty interest, the contracts have been treated as financing vehicles and any 
advances therefrom reflected as liabilities in the accounts. 
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4. Research contracts (continued): 


(a) 


(b) 


1994 contracts (continued) - 


In December of 1995 the Company offered to acquire all of the units of the two 
partnerships by issuing 1,000 common shares for each of the outstanding units of 
the two partnerships. As a result of this offer, the Company acquired all of the 
units of both of the partnerships by agreeing to issue a total of 332,000 common 
shares of the Company. Since this is a non-monetary transaction which does not 
represent a culmination of the earnings process, it is being accounted for at the 
carrying value of the partnership liability which was being satisfied. Therefore the 
share capital has been increased by $331,864 which represents the carrying value of 
the partnership financing liability. 


1995 contract - 


In November of 1995 the Company agreed to complete research for the Media 
Conversion Limited Partnership, (the "Media Limited Partnership") whereby the 
Company would conduct research into the conversion of existing two dimensional 
media to three dimensional compatible media, suitable for display on proprietary 
display devices of the Company. The partnership raised a total of $465,000, of 
which $418,500 was invoiced by the Company at December 31, 1995 and the 
balance in February 1996. In exchange for completing the research, the Company 
will retain a 25% interest in all profits and losses after the partnership has recovered 
its full funding amount. The unitholders of the Media Limited Partnership granted 
an option to the Company to acquire each of their units in the Media Limited 
Partnership by issuing 2,500 common shares of the Company at any time between 
March 31, 1996 and March 31, 1997. (See Note 11). 


The substance of this transaction is financing in nature as opposed to a sales 
transaction. Therefore the financing received by the Company from the partnership 
has been treated as if it is a convertible liability reflected in the balance sheet. If all 
of the partnership units are converted, an additional 232,500 common shares of the 
Company will be issued. Each unitholder was also allowed to subscribe for 500 
share purchase warrants of the Company at a price of $0.01 per share purchase 
warrant. A total of 46,500 share purchase warrants were subscribed. Each share 
purchase warrant entitles the holder to purchase one common share of the Company 
at a price of $1.50 per common share at any time up to June 30, 1997. If all of the 
unitholders exercise their share purchase warrants an additional 46,500 common 
shares of the Company would be issued for proceeds of $69,750. (See Note 11). 
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Capital assets: 


December 31, 1996 
Accum. Net Book 


Cost Amort. Value 
Leasehold improvements SLA ooh) GS 5 eSel YS 
Video and audio equipment 19,284 5,439 13,845 
Computer equipment 128,971 19,839 109,132 
Office and other equipment 10,240 1,485 8,755 


$169,764 $29,926 $139,838 


December 31, 1995 
Accum. Net Book 


Cost Amort. Value 
Leasehold improvements $ 10,904 $ 909 $ 9,995 
Video and audio equipment 19,784 1,978 17,806 
Computer equipment. 4,845 969 3,876 
Office and other equipment 10,240 512 9,728 


$45,773 $ 4,368 $41,405 


Deferred development and patent costs: 


During 1996, the Company commenced development of its technology by completing a 
commercial prototype of a television. The Company has filed patent applications for the 
technology and is currently responding to the questions raised by the various authorities. 
The costs capitalized as deferred development costs include labour and material costs 
associated with building the prototype. Patent costs deferred include the legal and filing 
fees associated with preparing and filing the patents in the various jurisdictions. 


December 31 


1996 1995 
Deferred development costs $ 19,668 $ - 
Deferred patent costs PAU 1539 


$ 44.875 Seide339 


As at December 31, 1996 none of the costs had yet been amortized. 
Related party transactions: 
(a) Loans receivable - 


The loans receivable are owed by the Company's President. The loans were made 
to the President to enable him to purchase a residence in Alberta when the 
Company relocated and a vehicle utilized in the performance of his duties of 
employment. The loans are non-interest bearing and the housing loan is repayable 
in equal annual instalments over twenty-five years, while the vehicle loan is 
repayable over the next five years. The loans may be repaid at any time. The 
President and his spouse control the Company. As at December 31, 1996 no 
repayments have been made to the Company 


te 
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Related party transactions (continued): 


(b) 


(c) 


(d) 


Acquisition of technology - 


The technology discussed in Note 3 was acquired from the Company's President, 
who with his spouse control the Company. 


Management remuneration - 


During the year ended December 31, 1996 the officers and directors of the 
Company received $450,955 in salary and benefits (year ended December 31, 1995 
- $222,508). The Company also paid $17,966, during the year ended December 
31, 1995, to relocate the Company and its management to Alberta in August of 
1995. Prior to becoming an officer and director of the Company, an entity 
controlled by one of the officers was paid for the services of the individual provided 
to the Company. During the year ended December 31, 1996 the total amount paid 
to this entity was $Nil (year ended December 31, 1995 - $21,615). The 
Company's President was also reimbursed $15,612 during the year ended 
December 31, 1996 for expenses related to maintaining certain office and security 
systems at his home which are employed solely in the service of the Company. 


Shareholder advances - 


During the year ended December 31, 1995 one of the Company's shareholders, 
whom subsequent to the advance became an officer and director of the Company, 
advanced $37,500 to the Company. The advance was repaid by the Company 
during 1995 and at that time the shareholder was paid $12,950 as interest and 
financing charges on the loan. 


Share capital: 


(a) 


(b) 


Authorized - 
Unlimited number of common shares and preferred shares issuable in series. 


Issued common shares - 


Number of Stated 
Shares Value 
Issued in exchange for technology (Note 3) 100 $ 100 
Balance December 31, 1994 and 1995 100 100 
Issued as a result of stock split 9,014,000 - 
Issued as a result of settlement of 
partnership financing liability 332,000 331,864 
Issued for cash by private placement 
(See (c) below) 2,540,000 1,344,000 
Issued as a result of exercise of options 
by partnership unitholders 46,400 23,200 
Issued for cash by public offering 2,000,000 2,500,000 
Share issue costs incurred (362,706) 


Balance December 31, 1996 13 932,500 $3,836,458 
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8. Share capital (continued): 


(c) Private placements - 


(d) 


(€) 


During 1995 the Company received subscriptions for shares based upon two private 
placements. The Company received $250,000 from subscriptions of 1,000,000 
common shares at a price of $0.25 per common share. It also received $500,000 
from subscriptions for 1,000,000 common shares at a price of $0.50 per common 
share. This offering closed in February of 1996. 


During 1996 the Company completed the issue of 540,000 Special Warrants at a 
price of $1.10 per special warrant. As a result of this private placement the 
Company received proceeds of $594,000. Each Special Warrant entitles the holder 
thereof to acquire, at no additional cost to the holder, upon exercise one (1) 
common share at any time until the earlier of: (4) five (5) business days after the 
day upon which a receipt for the final prospectus with respect to the distribution of 
the common shares issuable upon the exercise of the Special Warrants has been 
obtained from the Securities Commission or similar regulatory body in the Province 
of Alberta, and (ii) May 23, 1997. 


The Company also granted an option to the unitholders of the partnerships discussed 
in Note 4 whereby the unitholders could acquire common shares of the Company at 
a price of $0.50 per common share. The total number of common shares each 
unitholder could acquire was ten per cent of the cost of their unitholdings in the 
partnerships. As a result of this option the Company received additional 
subscriptions for shares in 1995 of $21,700 for 43,400 common shares. Options 
for an additional 3,000 common shares were outstanding at December 31, 1995, 
which were exercised in February of 1996 for $1,500. | 


Initial public offering - 


In December of 1996 the Company completed its initial public offering of 
2,000,000 units at a price of $1.25 per unit for gross proceeds of $2,500,000. 
Each unit consisted of one common share of the Company and one common share 
purchase warrant. Four common share purchase warrants entitle the holder to 
purchase one common share of the Company at an exercise price of $1.50 per 
common share at any time before June 30, 1997. In connection with the offering, 
the agent to the offering received a commission of $200,000 (8%) and an option to 
acquire 200,000 units at an exercise price of $1.25 per common share. The option 
is non-transferable and will expire June 20, 1998, if not exercised. The Company 
incurred other expenses of the offering of $162,707. All of the options and 
warrants were outstanding as of December 31, 1996 (See Note 11). 


Series "A" Warrants - 


In May of 1996 the Company created, allotted and issued 140,000 warrants to 
consultants of the Company for past services. Each Series "A" Warrant entitles the 
holder to acquire one (1) common share of the Company at the offering price of the 
prospectus at any time on or before March 4, 1997 (See Note 11). 
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Share capital (continued): 
(f) Stock Options - 
The Company granted stock options to purchase common shares of the Company to 
certain directors, officers, employees and consultants. The Company granted a 
total of 1,125,000 stock options exercisable at a price of $1.25 per common share 
on or before March 4, and May 9, 2001 . All of the stock options were outstanding 
as of December 31, 1996. 


Income taxes: 


Income tax recovery differs from the expected amount based upon statutory income tax 
rates as follows: 


December 31 


1996 1995 

Loss before income tax for the year 1,008,273) $ (510,652 
Expected income tax recovery 

at statutory rates (44.3%) (446,700) (226,200) 
Effect of research contract proceeds 

treated as financing for accounting 

purposes and as income for income 

tax purposes 20,600 219,065 
Tax benefit of accounting losses 

not recognized 458,235 6,035 
Effect of share issue costs deductible for 

income tax purposes and as reduction of 

capital for accounting purposes (327185) - 
Other - 1,100 
Actual income tax recovery $ - §$ - 


As at December 31, 1996 the Company has income tax losses of approximately $480,000 
available for carry forward and undeducted capital cost of $169,764 available for future 
deductions. The income tax losses will expire as follows, if not utilized to reduce future 
income taxes payable: 


2001 - $ 6,100 
2002 $ 28,100 
2003 - $ 445,800 
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10. Commitments 


Oh 


(a) 


(b) 


Equipment leases: 


The Company is required to make minimum annual rental payments on leases of 
various equipment as follows: 


1997 : $ 18,609 
1998 = Samo el 22 
1999 = $ 2,804 
2000 = $ 2,804 


Lease of premises: 


The Company has agreed to lease the premises it occupies until July 31, 2000. The 
lease requires minimum rentals through July 31, 2000 of $21,840 per annum plus 
operating costs. In connection with the lease, the Company was not required to pay 
any base rent for the initial five months of the lease. This free rent is being 
amortized over the life of the lease. 


Subsequent events: 


(a) 


(b) 


(c) 


(d) 


Contingency - 


In January of 1997 the Company terminated the employment of two of its officers 
and directors. These two individuals have fiied a lawsuit against the Company for 
wrongful dismissal and debts. These individuals are seeking general damages in the 
amount of $250,000, punitive damages for $50,000, special damages to be 
determined at trial, GST and court costs. Management is disputing their entitlement 
to this amount and is unable to determine the extent of any liabilities the Company 
may be liable for. 


Exercise of Media Option - 


In March of 1997 the Company exercised its option to acquire all of the issued and 
outstanding units of the Media Limited Partnership. The Seay issued 232,500 
common shares for the partnership units. 


Exercise of Share Purchase Warrants - 


As at June 18, 1997, 101,000 of the share purchase warrants described in Note 8(d) 
have been exercised. Asa result the Company has received $37,875 of additional 
proceeds and issued 25,250 common shares. The Company also issued 500 
common shares in connection with the exercise of 500 of the share purchase 
warrants described in Note 4(b). 


Expiry of Series "A" Warrants - 


The Series "A" Warrants described in Note 8(e) expired on March 4, 1997 without 
exeIcise. 
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